System and Method for Electronically Processing Commercial Transactions 

Based Upon Threshold Amount 


Background of the Invention 

The present invention is directed to a system and method for electronically 
processing commercial transactions based upon threshold amount. 

Electronic commerce systems, such as that described in my co-pending 
U.S. Application Serial No. 09/635,935, entitled "Device, System and Method for 
Making Transactions Via a Communications Link", which is hereby incorporated by 
reference, have been proposed. Such a system permits the user of a mobile phone, 
personal computing device (such as a PDA), a personal computer, telephone, interactive 
television, or interactive radio to make commercial transactions, such as the buying of 
goods or services, using the device. As described, a transaction may be settled 
electronically using a debit or credit account of the user. As further described, the 
account used to settle the transaction may be the service account corresponding to the 
communications service associated with the device, or may be another account, such as, 
for example, a VISA or Master Card account. 

Communications commerce systems such as that described would offer 
providers of communications, media, or content services the ability to provide additional 
financial services such as transaction processing, settlement, and guarantee services. 
Additionally, use of such systems, once developed, will provide the service providers 
with increased opportunities to build and maintain customer relationships. 

Of course, expansion of the services offered by a communications, media, 
or content service organization to include commerce services which permit a user to 
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settle a commercial transaction with the communications, content, or media account, will 
increase the volume of work the provider must perform. Additionally, should the 
provider further provide guarantee services, alone or more likely with relationships with 
other organizations, the provider's financial exposure is increased. 

Accordingly, the need exists for a method, system and business model 
which offers a communications, content or media service provider the ability to provide 
expanded financial transaction processing services to its customers, while controlling 
work load and exposure to financial risk. The present invention meets these and other 
needs. 

Summary of the Invention 

The present invention is a system, method and business model for 
electronically processing commercial transactions. In particular, the present invention is 
useful in mobile commerce and telecommerce environments. 

The components of the present invention include an input device through 
which a user initiates a commercial transaction. The input device may be any type of 
input device, including a telephone, personal computing device, wireless communications 
device, interactive television, interactive radio, etc. Additionally, the input device may 
be a conventional card reader or a biometric device. 

The input device communicates through a communications system with a 
processor and, particularly, a server. As will be appreciated, the input device may 
communicate via a point of sale terminal to the central processor. The processor 
performs tasks of user authentication and fraud control, and retrieves account information 
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associated with the user, and account information associated with a merchant at which the 
user is making a transaction. In short, the central processor performs the functions of 
authenticating the parties to the transaction and settling the transaction. Additionally, the 
central processor may process the data associated with the settlement in such a manner 
that billing outputs may be provided to the user and/or merchant, or that information may 
be transmitted to an additional processor or party for fulfillment of the output solutions 
and customer care. 

The components of such a system will be readily understood from U.S. 
Patent Application Serial No. 09/635,935, which has been incorporated herein by 
reference. 

In the first embodiment of the present invention, a user of a 
communications service, a media service, or a content service, has first and second 
financial accounts associated with the service. For example, the communications service 
may be a mobile wireless, fixed wireless, satellite, or non-wireless telecommunications 
service. Media service may be a cable service, satellite radio service, or other media 
service. A content service may be a content aggregator or web-portal service, such as 
made popular by America On Line and others. 

In accordance with the present invention, the first financial account is an 
account that is, or is associated with, the account associated with the service. The second 
account is a financial account that is not associated with the service, but may still be 
provided by the service provider. In accordance with the principles of the present 
invention, when a user of a communications service initiates a communication for the 
purpose of making a commercial transaction, the central processor performs the functions 
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of authorizing the user and the merchant with which the user intends to conduct a 
transaction, and retrieves account information associated with the user and the merchant. 
The central processor determines a monetary amount associated with the transaction and 
then determines whether that amount meets or is greater than a selected threshold 
amount. When the amount does not meet, or is not greater than (depending upon the 
construct of the invention), the selected threshold amount, the central processor settles the 
transaction using the first account of the user and an account of the merchant. When, 
however, the amount associated with the transaction to be deducted does meet or is 
greater than the selected threshold amount, the central processor settles the transaction of 
the second account of the user. 

Accordingly, in accordance with the present invention, the service 
provider can establish a threshold amount per transaction which defines the monetary 
magnitude of a transaction the provider is willing to settle. As will be appreciated, this 
amount may also be associated with an amount that the service provider is willing to 
guarantee, alone or in conjunction with other parties. When, however, the amount 
associated with the transaction is greater than the threshold, the burden of settling that 
transaction and/or guaranteeing it is passed to another party or other parties associated 
with the second account of the user. 

For example, the present invention permits a service provider to permit 
transactions up to a selected amount to be billed directly to an account associated with the 
service, whereas any transaction over that amount is settled utilizing an account that is 
not associated with the service provider or is not directly associated with the service. 


In a second embodiment of the present invention, which is very similar to 
the first embodiment, when the central processor retrieves account information associated 
with the user, the processor also retrieves the sum of transactions made within a 
particular period of time (such as a billing cycle) and, preferably, the sum of transactions 
made within the particular time period that have not been paid. In this embodiment, after 
all authorizations have been obtained, the processor determines whether the sum of those 
transactions made previously within the period and the monetary amount associated with 
the present transaction to be processed meet or are greater than a selected threshold 
amount. The processing then proceeds as described above, such that when the sum of the 
transactions does not meet or is not greater than a selected threshold amount, the 
processor settles a transaction using a first account of a user, that being the account 
associated with the service provider. When, however, the sum of those transactions 
within the period do meet or are greater than a selected threshold, the processor settles a 
transaction using a second account of the user, where that account is not associated with 
the corresponding service. 

Accordingly, this embodiment of the invention permits a service provider 
to control the monetary amounts to be associated with the account within a period, and is 
not as concerned with the individual amount of the transaction. 

As will be understood and appreciated, features of the first and second 
embodiments can be combined. Additionally, it should be understood that a modification 
to the second embodiment includes looking at the number of transactions made within a 
particular period, alone or in conjunction with the dollar amounts associated with the 
transaction. Accordingly, in the simpliest form of modification, a service provider could 
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elect to permit a certain number of transactions to be billed to its account, and when that 
number of transactions is exceeded within a particular time frame, such as a one month 
billing cycle, additional transactions would be settled using a second account of the user, 
where that account is not associated with the service provider. 

In still another embodiment of the present invention, the invention 
operates very similarly to the second embodiment described above, although retrieves an 
account balance associated with the user when making a determination of how to settle 
the present transaction. Accordingly, if an outstanding balance of the user does not meet 
or is not greater than a selected threshold, the balance associated with the account is not 
limited to a particular time frame. As in the previous embodiment, in such an instance, 
the processor settles the transaction using the first account of the user, that being the 
account associated with the corresponding service. When, however, the outstanding 
balance of the user is greater than a selected threshold, the processor proceeds to settle 
the transaction using a second account of the user. In accordance with this embodiment 
of the invention, the outstanding balance may include only those monetary amounts 
associated with transactions made by the user using the account, plus interest (if any), or 
may also include an outstanding balance associated with the service itself. Thus, for 
example, when the service involved is a wireless communications account, and the user is 
using his or her wireless telephone to make commercial transactions, the processor could 
look only at the balance associated with cumulative transactions made with the account 
or, alternatively, could also take into account charges owed for use of the wireless 
communications device for phone calls or Internet access, according to the particular 
service plan of the use. 
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It should be understood and appreciated that the present invention will 
employ additional tools for determining when the user cannot settle transactions using the 
second account, such as when the balance of that account is exceeded, or the user has 
failed to pay within a defined time period, etc. In such an instance, settlement of the 
transaction would not proceed, and an indication can be provided to the merchant, the 
point of sale terminal, and/or the communications device that processing could not 
continue. 

Brief Description of the Drawings 

Fig. 1 is a block diagram of a system of the present invention; and 
Figs. 2-4 are flow charts illustrating the various embodiments of the 
present invention. 

Detailed Description of the Invention 

With reference initially to Fig. 1, a system for conducting electronic 
transactions is denoted generally by the reference number 10, and is illustrated and 
described. System 10 has a communications device 12, which is employed by a user for 
initiating transactions. Communications device 12 may be any type of electronic 
communications device, including but not limited to, a wireless telephone, a personal 
digital assistant (PDA) with wireless data communications capabilities, a portable 
computer (such as a laptop computer), a personal computer, a telephone, an interactive 
radio or interactive television, or a telematics device. It should be understood and 
appreciated that communications device 12 has an input and an output, and preferably 
includes at least one input and at least one output. Examples of inputs include, but are 
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not limited to, biometric devices, microphones for receiving voice instructions, touch 
screen displays, keypads, etc. Examples of outputs include, but are not limited to, 
speakers for providing voice instructions and prompts, displays, etc. Alternatively, 
device 12 may represent a reader, such as a card reader or biometric reader, for receiving 
information pertaining to an account or account holder. In other words, the present 
invention is useful independently of the manner in which a transaction is initiated. 

Additionally, system 10 includes a merchant terminal 14. A merchant 
terminal 14 is a terminal associated with a merchant in which a transaction is made, and 
may include a web site or a point of sale terminal. System 10 further includes a central 
processing station 16 at which electronic transactions made between device 12 and 
merchant terminal 14 are processed. In particular, central processing station 16 performs 
a variety of transactions, such as user and merchant authorization, retrieval of information 
associated with the merchant and user, processing of the transaction, including 
settlement, and storage or transmittal of information for purposes of financial guarantee 
of the transaction, record maintenance, and provision of billing statements. A 
communications network, or networks, denoted generally by the reference numeral 14, 
is/are utilized for connection of the components of the system. It should be understood 
that the communications network may include wireless communications or fixed 
line/fiber optic/cable communications networks, and may generally include Local Area 
Networks (LANS), Wide Area Networks (WANS), or a combination thereof. 

Accordingly, system 10 is shown schematically for the purpose of 
representing any electronic communication system via which a user may initiate and 
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make a purchase of goods or services with a merchant, regardless of whether the user is 
located at the locality of the merchant or remotely therefrom. 

Operation of system 10 will be generally understood with reference to 
U.S. Patent Application Serial No. 09/635,935, which is incorporated herein by reference. 
In particular, the user of device 12 initiates an application to conduct a commercial 
transaction with merchant 14, and a central processing station 16 authorizes and settles 
that transaction. 

With reference now to Fig. 2, a preferred operation of system 10 and, 
particularly, a preferred method associated with system 10 of the present invention is 
illustrated and described. It should be understood that the flow-chart illustrates a 
preferred embodiment, but that certain steps may be formed in a different order or 
sequence or may be divided into separate steps. For example, when initially retrieving a 
user's account information, the system may retrieve information pertaining to only one 
account of the user, with information pertaining to a second account being retrieved as 
needed. Alternatively, initial retrieval of user account information may involve retrieving 
account information about a plurality of accounts. 

In accordance with the invention, a user or account holder has a first 
account associated with communications services (e.g., a wireless voice/data service) and 
a second account associated with a bank account or credit account. At step 200, a 
software application utilized to make a transaction with the merchant associated with 
terminal 14 is initiated. It will be understood that initiation of this application may be 
accomplished by user input on device 12, by merchant input on terminal 14 when device 
12 is associated with terminal 14, or automatically upon initiation of the transaction. 
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Upon initiation of the application in step 202, communication is made via communication 
network 14 to central processing station 16, at which the processor at central processing 
station 16 receives data from device 12 and merchant 14 and makes a determination of 
whether each is authorized. Customer/merchant authorization is known in the 
credit/debit card payment industry, and similar techniques may be employed here. 

At steps 204, 206, central processing station 16 retrieves information stored in 
memory and associated with the user and his or her accounts and the merchant and its 
account. At step 208, central processing station 16 obtains information, preferably from 
merchant terminal 14 of a monetary amount associated with a transaction to be conducted 
between the user of device 12 and the merchant associated with merchant terminal 14. 

In accordance with the principles of the present invention, at step 210, 
central processing station 16 makes an electronic determination whether the monetary 
amount associated with the transaction has reached a selected threshold amount. As will 
be understood and appreciated, the actual calculation to be made at this step 210 may be a 
step to determine the monetary amount is less than, is less than or equal to, is greater than 
or equal to, or greater than a threshold amount. For purposes of clarity and simplicity, 
this application will set forth a preferred embodiment in which the central processing unit 
makes a determination whether the monetary amount associated with the transaction is 
greater than a threshold amount, but it will be appreciated that other determinations could 
be made. 

When it is determined at step 210 that the monetary amount associated 
with a transaction is not greater than the selected threshold amount, processing advances 
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to step 212 and the processor makes an accounting and settles the financial transaction 
using the account of the merchant and a first selected account of the user. 

When, however, it is determined that at step 210 that the monetary amount 
associated with the transaction is greater than the selected threshold, processing advances 
to step 214 at which the processor processes the financial transaction using the account of 
the merchant and the second account of the user, where that second account is not 
associated with a service corresponding to device 12. Following the processing at step 
212 or 214, processing advances to the end of this routine, indicated by reference numeral 
216. It will be understood and appreciated that additional processing ste'ps could be 
employed, in that data indicative of the transaction will be stored in memory associated 
with the utilized accounts, and the information may be transmitted to one or more other 
locations for the purpose of satisfying or accounting for financial guarantees for the 
transaction and/or for the purpose of providing information to be utilized in invoicing. It 
will also be understood and appreciated that a data base associated with central processor 
16 at the same location may be utilized for such purposes, and that any transmission of 
data to another location may occur upon completion of the routine set forth in Fig. 2, or 
subsequently at periodic intervals by way of mass data transmission or batch file 
transmission. 

In accordance with an aspect of the invention, the threshold amount 
utilized in the decision process at step 210 is data indicative of a monetary amount, stored 
in memory. Preferably, that threshold amount is established by the service provider 
associated with the first account. Accordingly, it should be understood that the threshold 
amount may be an amount that is identical for each of the service providers customers, or 
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at least those customers of the service provider which has established this feature on his 
or her account. Alternatively, the threshold amount may be unique to each user, such that 
a user with a greater income or better credit history, for example, may have a greater 
threshold amount than a user with less income or with less desirable credit history. 
Obviously, various criteria other than those listed here can be used to determine the 
particular threshold amount for each user. Accordingly, the present invention provides a 
service provider the ability to account for transactions directly to the account of a user ? 
where that account is associated with the service provided by the service provider (such 
as a cable or satellite account, interactive radio account, communications telephone or 
wireless communications account, Internet access account, etc.) and, particularly, to 
make an accounting to that associated account for dollar amounts up to a threshold. It 
should, of course, be understood and appreciated that the invention can be employed such 
that only monetary amounts greater than a particular threshold be settled to the account, 
with lesser amounts being settled to the second account that is not associated with the 
service provider, although it is believed that the formerly described embodiment may be 
the most practical. 

Additionally, in one embodiment, purchases accounted for on the user's 
account associated with the communications media portal service provider are invoiced 
to the user on a periodic basis, preferably with an invoice of the periodic charges 
associated with use of the communications, media or portal services. In this regard, 
payment may be required in full each month, or the account may operate as a revolving 
credit account and accumulate interest on unpaid balances. Alternatively, this account 
may be a deposit account into which the user may deposit funds from which debit 
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transactions may be made in accordance with the principles of the invention, in which 
case the user would preferably receive a periodic statement of transactions. In such a 
case, charges associated with use of the communication media or portal service may be 
periodically applied against the balance in accordance with the principles of the present 
invention. 

The second account may be a debit or a credit account and may be offered 
by the service provider or another institution. Understandably, any debit accounts may 
be set-up so a s to accrue interest on funds in the account. 

In a variation of the embodiment illustrated in Fig. 2, and as wduld apply 
to the other embodiments described herein, an additional processing step could be 
employed such that a plurality of ranges of monetary amounts are established. In such an 
embodiment, a different account may be associated with each range of amounts, such that 
a transaction falling within a particular range will be accounted utilizing the account 
corresponding to that range. In a preferred embodiment of this variation, three such 
ranges are established, whereby a range associated with the least and the greatest 
monetary amounts are accounted for using the second account, not associated with the 
service provider, while the account associated with the service provider is utilized for the 
middle range of transactions. In this way, very small micropayments or larger payments 
would be accounted for utilizing an account not associated with the service provider, 
while a selected middle range of transactions would utilized the account associated with 
the service provider. Other variations could be employed. 

With reference now to Fig. 3, an alternate embodiment of the present 
invention and, particularly, of the method and operation of system 10 of the present 
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invention is illustrated and described. The steps of the embodiment of Fig. 3 are very 
similar to those of Fig. 2, with the following exceptions. At step 304, when the central 
processing station 16 retrieves the account information of the user, the central processing 
station 16 also retrieves a monetary amount of charges that have accumulated within a 
selected time period, such as the most recent billing cycle (perhaps one month) of the 
service account with which device 12 is associated. It should be understood that the 
monetary amount retrieved may be the sum of all purchase transactions made utilizing 
device 12 for the given period, or may be that sum plus charges associated with 
conventional use of the device, such as Internet access or telephone usage. 

In any event, at step 308, the monetary amount retrieved is added to the 
monetary amount of the transaction to be processed. Then, at step 310, the central 
processing station 16 makes a determination of whether that cumulative'amount is greater 
than a selected threshold, and processing proceeds to step 312 or 314, and then onto 316, 
depending upon the outcome of the decision making step at 310. 

Accordingly, the embodiment of the invention illustrated in Fig. 3, unlike 
the embodiment of Fig. 2, which looks at the monetary amount associated with the 
specific transaction, rather looks at the cumulative monetary amount owed for a given 
billing cycle or other select periods. 

With reference now to Fig. 4, an additional embodiment of the invention is 
illustrated and described. 

In particular, in the embodiment in Fig. 4, processing is substantially 
similar to that of the embodiments illustrated and described with respect to Figs. 2 and 3, 
with the following notable exceptions. In this embodiment, at step 404, when central 
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processing station 16 retrieves user account information, information about the user's 
balance in the account is retrieved. In this regard, unlike the embodiment of Fig. 3, 
illustrated and described with respect to Fig. 3, the embodiment of Fig. 4 is not concerned 
with a particular time period associated with the accumulated charges. Accordingly, data 
indicative of a monetary amount associated with transactions made with the first account 
associated with the service provider (including if desired any charges associated with the 
services other than transactions and interest, if any) are retrieved. In accordance with the 
preferred embodiment of this invention if the cumulative amount is greater than the 
threshold, as determined at step 410, then central processing station 16 will settle the 
transaction utilizing the second account which is not associated with the user. According 
to one preferred approach of accomplishing this determination, the retrieved cumulative 
monetary amount (i.e., the balance) associated with the first account is added to the 
monetary amount to be associated with the transaction to be made (as indicated at step 
408), and that summed amount is compared with the selected threshold amounts at step 
410, and then processing advances onto step 412 or 414, depending upon the outcome of 
the decision making step at 4 1 0. 

From the foregoing, it will be seen that this invention is one well adapted 
to attain all the ends and objects hereinabove set forth, together with other advantages 
which are obvious and which are inherent to the invention. 

It will be understood that certain features and subcombinations are of 
utility and may be employed without reference to other features and subcombinations. 
Additionally, it should be understood that features of the embodiments illustrated and 
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described with reference to Figs. 2-4 may be combined. This is contemplated by and is 
within the scope of the claims. 

Since many possible embodiments may be made of the invention without 
departing from the scope thereof, it is understood that all matters herein set forth or 
shown in the accompanying drawings is to be interpreted as illustrative and not in a 
limiting sense. 
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